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~ ~AT&T
Joan Marsh Suite 1000
Director. 1120 20th Street NW
Federal Government Affairs Washington DC 20036

• 2024573120
• S FAX2024573110

• November21,2002

Ms. MarleneDortch
Secretary..
Federal.CommunicationsCommission S

445 .12~Stteet,SW, RoomTWB-204 0 . . . .

Washington,DC 20554

Re: NotiôeofOral Ex ParteCommunication,IntheMatterofReviewofthe~~~
Section251 UnbundlingObligationsofIncumbentLocalExchange
Carriers,CC DocketNos.01-338,.9-98and9.8-147

DearMs. Dortcb:

OnNovember18, 2002,SBCsubmittedinto therecordits planfor the
“Developmentof aSustainableWholesaleModel,” bywhichSBCpurportedto offer a
win-win solutionfor restoring“certaintyto thetelecommarketplace”andproviding
CLECswithareasonabletransitionperiodawayfrom~JNE-Patan“affordablerate.” The
only certaintythatSBC’splanwill createis to guaranteethe re-monopolizationofthe
residentialandsmallbusinessmarkets.becausethe “transition”plan.offeredbySBCis a
competitivedead-end. .

• Theattachedspreadsheet,which reflectsaveragerevenuestreamsavailablein the
local residentialservicemarketin SBCstates,wasbuilt using actual,verifiabledata— the
typeof dataon which CLECsrely in buildingbusinessmodelsthatsupportentrydecisions.
If you comparethose.revenuesto SBC’sproposedUNE-PcostsandSBC’sestimated
expenses,thedataunequivocallydemonstratesthat SBC’sproposedtransitionplanIs
characterizedby arangeofnegativemarginopportunitiesthatwouldmeetno needsexcept
thoseofamonopolistseekingto eliminatenascentcompetition. Theestimatedmargins
availableto CLECsunderSBC’s planrangefrom ahighof negative$4.30inArkansasto a
low ofnegative$12.37inNevada~for anaveragenetmarginacrossall oftheSBC’s states
ofnegative$8.48,ornegative31%. IntheSBCstatesin which.AT&T currentlyusesthe
UNE-platformto provideresidentialserviceto millions ofcustomers,SBC’splanwould
offer AT&T thefollow averageestimatedper-linemargins:

California negative$10.43
Michigan negative$4.97



Ohio negative$8.38
Texas negative$7.20

Indeed,thefolly of SBC’sproposalwasexposedoverayearagoin comments
madebyIvan SeidenbergatJ.P.Morgan’sMillennium2001Conferenceon November8,
2001. Whenaskedabouttheprospectsoflocalresidentialcompetitionfrom AT&T, Mr.
Seidenbergdismissed’thepossibilitythatAT&T couldmakeaprofit on UNE-Pbased
servicesin NewYork atacostofonly $20/line:

So I’m notsosurewhatnewmaththatwe’re experiencinghere. In New
York, if you haveUNE-P,I think theirmostaggressivepackagesellsthe
serviceto thecustomerfor about$24.95. Is thataboutright? If you
askedthemwhattheypayus, it’s $20. So,if they’re [AT&T] making
moneyonthedifferencebetweenthosetwo things,theyoughtto go to
thehail offame. But I haveafeelingthat they’renotdoingthat.

SBC’splanultimately.proveslittle morethanthat SBCisNOT interestedin being
in thebusinessofprovidingviableandsustainablewholesaleproductsto competitive
carriers,andwhile AT&T would welcomealegitimateoverturefrom anyBell Company.
demonstratingthatit did haveaninterestin supportingaviable wholesalemodel,AT&T
will notbe acustomerforanywhOlesaleproductthat is pricedatapointthat
unequivocallyprecludesprofitablecompetitiveentry.

Sincerely,

JoanMarsh

cc: ChrisLibertelli
Matt Brill
JordanGoldstein
DanGonzalez
William Maher
JeffCarlisle
ScottBergmann
RichLemer
MichelleCarey
BrentOlson
TomNavin
JeremyMiller
Rob Tanner
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CLECFinancials -Under SBC’s Proposed “Solution” for UNE-P

Holdinci Com~anv

Cost:
SBC

proposed
UNE-FState

Revenue: Revenue: Revenue: Revenue: Revenue:

Basic& . ,

Features Subsidies SLC Access Total
Southwestern Bell AR
Pacific Telesis • CA
Southern New England CT
Ameritech IL
Ameritech IN
Southwestern Bell .. KS
Ameritech MI
Southwestern Bell MO
Pacific Telesis NV
Ameritech . OH
Southwestern Bell OK
Southwestern Bell TX
Ameritech WI

Total SBC

Gross Margin
i$) (%)

~26.0C
$26.OC
$26.0C
$26.0(
$26.OC
$26:OC
$26.OC
$26.OC
$26.OC
$26.OC
$26.OC
$26.OC
$26.OC

$26.O~

SG&A.pe~
SBC low
estimate

Net Margin

$22.94 . $0~63- $5.27 $2.46 - $31.30
$15~82 - $2.71 $4.48 $2.16 . $25.17
$17.03 $0.03 $5.78 $2.52 ~$25.35
$23.53: $0.00 $4.49 $0.77 $28.79
$19.31 $0.00 $5.52 $0.91 $25.74
$20.87 $0.06 $5.27 $3.08 $29.27
$24.18 $0.00 • $5.34 $1.11 $30.63
$18.27 $0.13 $5.27 $2.51 $26.17
$1494 $0.83 . • $5.37 $2.09 $23.23
$20.78 $0.00 $5.38 $1.06 $27.22
$20.66 $0.32 $5.27 $1.36. $27.62
$19.96 $0.00 $5.27 $3.17 $28.40
$20.85 $0.00 $5.06 $0.76 $26.67

$27.12

$5.30
($0.83)
($0.65)
$2.79

($0.26)
$3.27
$4.63
$0.17
($2.77)
$1.22
$1.62
$2.40
$0.67
$1.12

.17%
-3%
-3%
10%
-1%
11%
15%

1%
-12%

4%
6%
8%
.3%
4%

$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60
$9.60

($4.30).
($10.43)
($10.25)
($6.81)
($9.86)
($6.33)
($4.97)
~$9.43)

~$12.37)
($8.38)
($7.98)
($7.20)
~$8.93)

($8.48)

-14%
-41%
-40%
-24%
-38%
-22%
-16%
-36%
-53%
-31%
-29%
-25%
-33%
-31%

I112012002


